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119042 

R 061656Z MAY 76 
FM AMEMBASSY BERN 
TO SECSTATE WASHDC 2550 

UNCLAS BERN 2017 

E.O. 11652: N/A 
TAGS: MASS, PFOR, SZ 

SUBJECT: F-5E SALE AND SWISS-US MEMORANDUM OF UNDERSTANDING 
REF: BERN 1993 

1 . THE GERMAN AND FRENCH LANGUAGE SWISS PRESS CARRIED 

A NUMBER OF ARTICLES ABOUT THE AWARD OF THE CLINCH RIVER 
BREEDER REACTOR PROJECT TO GE RATHER THAN BROWN BOVERI. 
MOST OF THEM CLOSELY RESEMBLED THE ONE APPEARING IN THE 
TRIBUNE DE GENEVA. AN UNOFFICIAL EMBASSY TRANSLATION OF 
THAT ARTICLE FOLLOWS: 

2. IN SPITE OF THE EFFORTS OF SWISS DIPLOMACY, BROWN BOVERI 
LOST THE CONTRACT. THIS IS THE FIRST MAJOR FAILURE, FOR 

BERN, OF AN EFFORT TO MAKE THE COMPENSATION AGREEMENT WORK. 
TO BE PRECISE, SWISS DIPLOMATIC EFFORTS WERE DIRECTED 
TOWARDS BRINGING THE COMPENSATION AGREEMENT INTO PLAY IN 
ORDER TO OVERRIDE THE QUOTE BUY AMERICA UNQUOTE CLAUSE.. 

BUT ACCORDING TO AN ENERGY AGENCY SPOKESMAN, THE BROWN 
BOVERI OFFER WAS THE MORE COSTLY IF A BUY AMERICA 
DIFFERENTIAL OF 6 PERCENT WAS APPLIED. IF WOULD APPEAR 
THAT BROWN BOVERI WOULD HAVE WON IF THE BUY AMERICA 
CLAUSE HAD NOT BEEN APPLIED. 

FIGURES SUPPLIED BY BROWN BOVERI ARE EVEN MORE ELOQUENT. 
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ITS BID WAS $10.5 MILLION; GE'S WAS ABOUT $1 1.75 MILLION; 
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IN OTHER WORDS THE DIFFERENCE WAS 12 PERCENT. ACCORDING 
TO A BROWN BOVERI SPOKESMAN, THE REASON THEIR BID WAS 
CONSIDERED TO BE HIGHER WAS PROBABLY BASED ON AN ESTIMATE 
OF HOW COSTS WOULD DEVELOP: IF TODAY THE COST OF 
LIVING IS RISING MORE SLOWLY IN SWITZERLAND THAN IN THE 
UNITED STATES, THE SWISS INFLATION RATE IS NONETHELESS 
HIGHER IF ONE IS USING AN AVERAGE RATE BASED ON A PERIOD 
OF SEVERAL YEARS. 

IN BRIEF, BROWN BOVERI SAYS IT WAS TREATED FAIRLY 
BY ERDA. THE SWISS COMPANY DOES NOT INTEND TO CONTEST 
THE DECISION. ONE MUST NONETHELESS STATE THAT IT 
DEMONSTRATES THE USELESSNESS OF THE AGREEMENT ON COMPENSATION 
SIGNED BY SWITZERLAND. 

IN EFFECT. WAS ERDA COMPELLED BY THE AGREEMENT NOT TO 
IMPOSE THE BUY AMERICA PROVISION? THIS IS POSSIBLE IF 
THE NATIONAL INTEREST REQUIRES IT. THE LEGAL INTER- 
PRETATION OF THE DEPT OF STATE IS THAT RESPONSIBILITY 
FOR APPLICATION OF THE ACCORD LIES SOLELY WITH THE 
PENTAGON. THE PENTAGON CAN RECOMMEND THAT ANOTHER 
GOVT AGENCY TAKE THE AGREEMENT ON COMPENSATION 
INTO ACCOUNT. AND THAT WAS DONE IN THIS CASE, BUT OTHER 
GOVT AGENCIES ARE FREE TO DISREGARD THE RECOMMENDATION. 

THIS INTERPRETATION, AGAIN ACCORDING TO THE DEPT 
OF STATE, APPLIES TO ALL AGREEMENTS OF THIS TYPE. BERN 
MUST NOW DECIDE WHETHER IT WANTS TO CONTEXT THIS AWARE, 

OR WHETHER IT IS BEST TO LET THE MATTER REST IN ORDER 
NOT TO IRRITATE THE AMERICANS AND THEREBY JEOPARDIZE 
FUTURE CONTRACTS. FROM THE POLITICAL POINT OF VIEW IT 
WOULD CERTAINLY BE HELPFUL TO THE FEDERAL COUNCIL IF IT 
COULD POINT TO A CONTRACT OF THIS SIZE. 

BUT THE COMPENSATION AGREEMENT HAS A DURATION OF 
TNE YEARS, AND THE SWISS EMBASSY HAS CONFIRMED THAT IT 
HAS ALREADY MEANT $2 MILLION IN SALES TO SWISS INDUSTRY, 

IN LARGE PART THANKS TO ORDERS FROM GENERAL ELECTRIC. 

3. THE BAESLER NATIONAL ZEITUNG TOOK THE LINE THAT 
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WHILE THE SO-CALLED OFFSET AGREEMENT WAS INTERPRETED BY 
THE SWISS AS A BINDING AGREEMENT ON ALL US DEPARTMENTS 
AND AGENCIES, THE POSITION NOW EMERGES FROM WASHINGTON 
THAT, SINCE THE AGREEMENT WAS SIGNED BY THE US 
SECRETARY OF DEFENSE, IT IS BINDING ONLY ON THE DEFENSE 
DEPT. WHAT IS AT THE HEART OF THIS MATTER IS 
THE INTERPRETATION OF THE TREATY; AND ON THIS POINT THE 
US AND SWITZERLAND HAVE DIAMETRICALLY OPPOSED VIEWS. 
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THE SWISS EMBASSY IN WASHINGTON TELEPHONED THE US 
STATE DEPT AND ASKED FOR AN OFFICIAL INTERPRETATION 
OF THE AGREEMENT. THIS WAS LATER RECEIVED AND WAS 
DESCRIBED BY THE EMBASSY AS UNSATISFACTORY. 

DAVIS 
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